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VEMOVANEUM FOR: William E. Hale 
LNG Campetitivea Price Task Group 
CouneLl on International Economic 


Polley 
25X11 Old Executiva Office Building 
SUBJECT : LNG Project Costs and Prices 


Pa ed 


The attached table or LNG costs and pricas is being for-~ 
wardad as requested during our telephone conversation on 21 
November 13973. Gaonerally the data raveal a wide variation in 
estimates due to tne subjectiva views of differant estimators 
As to costs, volumes, inflation, interest rates, aconomies of 
scale, and transport distances. If you have further questions 
we will try to answer them. You will note that the order of 
projects diflars somewhat with those on tha iist forwarded | 
earlier, but this change was necessary since the status of 
several projects has advanced while cthers are only tentative. 
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MOMORALDUM FOR: Mr. Lanbert ifeynigqar 
INR/RAA/CS 
Department of Stata 


SUBTEST : Effects of the Arab O11 Cutback on : 
Sub-Saharan Africa 


ia In res20n3e to your rouest, we area attaching 
our comnents on tha affects of tha Arab ofl cutback on 
Suds-Saharan Afrioa. If y hava additional quastions 


5X4 2leasa Fae Zraa to call 25K 
2 Bacause: of tha possible interast of other 
componznts Of tha Washington economic community in this 
subjact, this office may send tha attached material to 
other interested officials. 
25X1 7 
Chief, Muar East/Africa Branch 
Develoviny Nations Division 
Offices of Economic Research 
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Sub-Saharan Africa: Effacts of tho Arab O11 Cutback 


General 


The 40 plus countries of Sub-Saharan Africa that 
depand heavily on Middle Fast o11 purchased through 
Western oil companies can be expected to weather the 
Arab oil embargo with minimum difficulties, after the 
initial dislocations. ‘The Black African countries 
have given nearly unaniinous support to the Arabs, assuring 
preferential treatment, but the extent of cooperation 
by the Western oil companies that control distribution 
is unclear. In any event, the Black Africans' total 
import needs for crude oil and products are small, 
averaging only about 290,000 bpd in 1971, and their 
agricultural economies are not yet heavily dependent 
on o11 (see Table 1). Nigeria could and prubably would 
divert a portion of its exports to make up critical 
deficits, except to the white-dominated southern African 
countries. South Africa, already embargoed by Saudi 
Arabia, has abundant reserve stocks on hand and can 
reduce consumption without drastic consequences to the 


economy. 
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fable 1 ’ 


Sub-Saharan Africa: Dapendence on Patrolaum Imports, 197] 


Thousand barrels per day 


Crudo_ Sle en Refined Products 
Exports & “KelIncry  bxports &  Domos 
Production Imports Rerexports Throughput Imports Re-exports Deinand 
Votal Sub-Saharan Africa 1,760 460 1,680 500 200 150 * 540 
Notal Black Africa 1,650 190 1,590 250 100 . 70 270 
Niguxia 1,530 none 1,490 40 10 10 40 
Other West Africa 120 80 100 | 100 © 30 10 110 
Baui Africa none 110 none 110 60 50 120 
Votal Southern Africa 110 270 50 250 100 80 270 
South Africa none 250 none 220 80 70 230 
Others Southern Africa 110 20 90 30 20 1O 40 


ne totals may not add due to rounding. 
be Includes bunkering. 
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Black African Countries 
The agricultural economies of Black African countries 
Gepend on patroleum products mostly for transport, 
and to a lesser extent for industry and electric power, 
These countries still rely heavily on coal and hydroelectric 
power and use charcoal and wood for home fuels. Black 
’ African countries produced slightly more than 2 million 
bpd o= crude oil in 1972, most of it in Nigeria. Gabon 
and the Congo were small producers. Black African 
refining capacity, which depends largely on imported 
crude, amounted to 290,000 bpd in 1972, and exceeded 
total consumption (see Table 2). Sources of petroleum 
for particular Black African countries are difficult 
to sort out among the major Western oil companies, 
making it impossible to quantify the direct impact of 
the embargo. If the Black Africans are affected by 
the Arab cutback, the key to continued availability 
of necessary supplies of oil probably will be Nigeria. 
Nigeria has been striving to strengthen its position 
of leadership ir. Africa and could paises upon the current 
Oil situation as one of the means to this end. Nigeria 
with annual production exceeding 2 million bod is the 


sixth largest oil exporter and the second largest supplier 
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: Table 2 


Sub-Saharan Africa: Refining Capacity, 


Total Sub-Saharan Africa 590 
Total Black Africa 291 
Ethiopia - 15 
Gabon 17 

. Ghana 29 
Ivory Coast 23 
Kenya 50 . 
Liberia 10 
Malagasy Republic 14 
Nigeria 60 
Senegal 12 
Sierra Leone 10 
Sudan 21 
Tanzania 17 
Zaire 13 
Total Southern Africa 299 
Angola 14 
Mozambiaue 18 
Rhodesia ‘21 
South Africa 246 


1972 
Thousand barrels par day 


a/ 


Currently inoperative due to 


Genecione against Rhodesian crude imports. 
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of crude i» the US. More than one-fourth of Nigeria's 
oil is exported to the US. Nigeria therefore could 
supply all of Black Africa with crude oil by diverting 
& part of its exports chat now go to the US. Nigeria 
also will have, available a growing quantity of government= 
ownee oil not controlled by the international oil companies. 
Nizeria is a member of OPEC and as such has been enjoying 
the fruits of OPEC negotiations for cae boi patien and 
increased prices for crude. In recent neqotiations 
with the oil companies Nigeria almost doubled the posted 
prace of crude from $4.287 to $8,310 per barrel. Nigeria 
broke diplomatic relations with Israol cn 25 Octobex, 
but has as yet made no move to join the rab embargo. 
Exports are continuing to go to the US and other Western 
markets. 
Southern Africa 

The Republic of South Africa has no domestic sources 
of petroleum and must import products as well as the 
crude to feed its refining capacity of nearly 250,000 
bpd. Imports in 1971 were at the rate of about 330,000 
bpd, and this was increasing. Domestic demand for refined 
products in 1971 was 230,000 bpd. Abundant coal gescurces 


ry 


fueled about 75% of the country's energy needs including 
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90% of the railway Locomotives and 99% of the electric 
powar capacity. ‘South Africa has a coal hydrogenation 
plant which produces about 12,000 barrels per day of 
oli. In addition to fulfilling South Africa's domestic 
requirements, imported petroleum also servas to meet 
commitments for exports to Rhodesia, Zambia, and other 
southern African countries, and provides bunkering for 
ships transiting the Cape of Good Hope. 

South Africa gets most of its oi1 from the Middle 
East (see Tahle 3). We estimate that about 20% ef oil 
imports came from Saudi Arabia, the remainder coming 
largely from Iran and Iraq. South Africa has several 
alternatives that will help to cushion the impact of 
reduced oil supplies. Stockpile: “of crude oil that 
were accumulated in reaction to Apartheid-related threats 
of trade sanctions exceed six-months' requirements at 
current consumption levels. In the short run, Pretoria 
can forego the additions of 30,000 ~ 40,000 bpd to 
stockpiles, reduce bunkering activities, reduce exports, 
ana tighten the limited rationing program already imposed 


on Gomestic consumption. In the long run the economy 


might be forced tom slow or reverse its increasing conversion 


ord 


to the use of oil. In addition, some gains can he 
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, Table 3 


South Africa: Estimated Sources of Petroleum Imports, 1971 


Thousand barrels per day 


Middle East a/ 320 
Iran 210 
Iraq b/ 50 
Saudi Arabia. 69 

Other c/. 10 

Total 330 
Of which: | 

Crude . 250 
Refined 80 


a. Because of vulnerability to 
sanctions, Pretor.a withholds 
statistics on the amounts of 
petroleum purchased from major 
Middle Eastern suppliers. Our 
rough estimates are based on 
Saudi and Iraqi export 
statistics; no petroleum 
exports to South Africa are 
listed in the statistics of 
other Arab oil exporters. 

b. All South African patroleun 
imports from Irag are of crude 
oil. 

c. Includes Western Europe, 
US, Venezuela, Australia, and 
Mozambicue; these imports 
consist exclusively of refined 
products. 
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achieved by accelerating work on expanding the coal 
hydroganation plant. | — 

| The Portuguese states o£ Angola and Mozambique 
control the remainder of Southern Africa's petroleum 
production and refining capacity; Angola's production 
of crude currently is about 150,000 bpd. The Arab 
‘embarco already imposed on Portugal probably will include 
a cut in Mozambique's crude imports, which originated 
entirely in Iraq in 1972. Lisbon could divert somu 
Angolan crude production to - “tset a Mozambique shortfall 
but domestic Portuguese requirements probably will take 
precedence. Rhodesia's requirements ~-- an estimated 
8,000 to 12,000 bpd -- are imported via Mozambique 
and South Africa. Reduced supplies would put a serious 
crimp in Rhodasia's consumption of automobile and tractor 
fuel but other energy needs are fueled mainly from the 


country's abundant coal reserves. 
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